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‘It was the intention of the Real Estate Analysts to include in this issue a 
study of the mortgage problem. The study, however, has grown too long for the 
space available, and so it will appear as a special Mortgage Bulletin to be 
sent you within the next two weeks. 


DEFENSE EXPENDITURES ARE INCREASING 


7 | ‘HE chart at the bottom of the page shows the rapidity with which the arma- 





ment program is being turned into dollars in the United States. Probably 

the increase is not rapid enough in view of the apparent nearness to war, 
but it is fast enough to be reflected very strikingly in the volume of busi- 
ness being done in many cities of the United States. 


Initially these expenditures affect primarily the manufacturers of actual 
war materials and their employees, together with those producing the necessary 
raw materials. However, there is not a long lag between this immediate effect 
; and the secondary effect caused by the larger incomes of these employees, who 
id we | increase their expenditures for all types of durable and consumption goods. 


During the period in which these expenditures are being made it is pos- 
sible to develop quite a spree,but it is quite essential during this period of 
| exhilaration to remember the inevitability of "the cold grey dawn of the morn- 
ing after" with its accompanying headaches. 365 


| 





| We are inclined to believe that business will go to new heights 
during 1941, 1942 and probably 1943, but we are not at all sure that it 


will not go to new depths in the _ 300 300 
later forties. The table on page -EXPENDITURES FOR ARMED FORCES 


gy wees THE UNITED STATES 260 
290 brings up to date our study ,, [ aie 
of the building cost of a stan- ae 





240}—— : 


1240 
dard six-room frame residence. }—-—-- ——p-—- 















































v " 

In July it cost $6004 to buila *~ {| — a 
this house; in December, $6786. 3°°T_ | ven 
This is an increase of 13% in the 7 —o ened aoe 
last five months, in contrast u ‘7 — 1 160), 
with an increase of 11.2% in the ® ao} . 140° 
twelve months of the second year .—-——)—~ - fa} - 1209 
of the first World War. It should 5 1o9——|_| 8 ath © J1005 
also be remembered that from 1915}= ,j | feo - 
to 1920 the cost of building this 7 .|- 9. | —ypgieeeeiiees —H 2 
a eS house doubled. — Coane BPN - 
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BUSINESS CONDITION INDEXES BY CITIES 


N December 1938 Real Estate Analysts, Inc., started working on a series of 
| business indexes for all principal cities of the United States, based on the 

volume of check transactions. At that time we published charts on 90 cities 
month by month, from 1933 on. 


In the study in this report we have carried these figures back in each 
city to the year 1919 and have computed a normal line on all the data that ap- 
pear in this study. All figures have been adjusted for a seasonal fluctuation 
and are expressed as percentages above or below this normal. The percentages 
above normal are shown by the black areas on the chart; the percentages below 
normal, by the red areas. 


The large chart in the upper left hand corner of the spread shows the av- 
erage of all the cities charted, with the exception of those in which peculiar 
conditions have clearly destroyed the effectiveness of check transactions as 
an index of business conditions. These places are primarily state capitals 
where check transactions have been swollen by government payments of various 
types that have cleared through the local clearing house. We have marked all 
state capitals on these charts with a red dot following the name of the city. 
We think that Albany forms a very good example of these unusual cities. Ap- 
parently since 1933 government payments clearing through Albany have distorted 
our curve to the point where it is of very little value. 


One factor that must be taken into consideration inthe use of check 

transaction figures as a business index over a long period is that the dollar 
a 2 total of check transactions each month is affected by the changes in general 
prices, necessitating a larger or smaller dollar volume of checks to do the 
same volume of business. This will be noticed particularly on some of the 
charts in the years 1919 and 1920, when general prices were rising rapidly. In 
order to make mental adjustments easier in studying the charts for individual 
cities, we have charted in the upper right hand corner of the spread both 
wholesale commodity prices and the cost of living since 1919. 


Of the 90 cities which are charted in this report we believe that 81 are 
represented rather accurately by the charts as shown. Those which we believe 
to be badly warped by unusual conditions are Albany, Atlanta, Columbus, Des 
Moines, Hartford, Indianapolis, Sacramento, and Trenton, all state capitals. 
Some of the other state capitals in our list,however, probably because of gov- 
ernment payments through other banks, do not appear to be greatly affected. 
Cities in this group would be Richmond and Little Rock. 


The indexes for New York City and Northern New Jersey show the effect of 
the great volume of stock market speculation in these areas in the late 20's. 
Since in the end the transfer of practically every share of stock in any place 
in the United States is represented by at least one check transaction in this 
area, the New York index rose to unusual heights prior to the market collapse. 


Indications of the Florida boom are seen in the peaks in Tampa, Miami, 
& & and Jacksonville, reached in the middle 20's. The New England cities on the 

whole have shown the least degree of recovery within the past year. Special- 
ized industrial cities such as Detroit, Tulsa, and Duluth have experienced 
some of the most erratic changes. 
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RBAN foreclosures for Octo- 500¢e-—————~—W——_ - 

| | a. 
ber 1940, ona _ seasonally 450F w ari QRECLOSURE RATE 
adjusted basis, showed a E | 

€ ow increase over September. 0 350— 


As long as foreclosures re- . 
main at approximately their pre- 
sent low level, as they have : 
since early spring, there is no 
cause for alarm in a slight up- 
ward movement for a month or so. 
They have now reached such a low 
level that further sharp drops 
are improbable. 
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This chart is computed from 1932 1933 1934 1935 1936 1937 1938 1939 1940 i941 
basic figures that are gathered by the Home Owners' Loan Corporation from all 
cities of more than one hundred thousand population in the United States. 
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in November declined from the October level by more than a seasonal 
amount. It is still too early to tell how great an obstacle increasing 
construction costs will be to private residential construction. 


DM eevee selected for appraisal and accepted for insurance by the FHA 


The tables below show comparisons with a year ago. 


MORTGAGES SELECTED FOR APPRAISAL COMPARED WITH YEAR AGO 
1939 1940 
Nov. Dec. Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. 


& @- -13% -9% -2% -66 +21% +186 +11% +426 +24 +276 +166 +13% 


MORTGAGES ACCEPTED FOR INSURANCE COMPARED WITH YEAR AGO 


$2% 45% 415% 49%) 41H «+18H)0— 49H) +O «+ 67H «458% +37% +19% +15% 
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‘NUMBER OF NEW FAMILY NEW BUILDING 
[ ACCOMMODATIONS ~ | T= chart to the left shows the 


48 STATES number of new family accommoda- 

a ae come tions build during 1939 and 
1940 in all non-farm communities of 

the forty-eight states and the Dis- 

trict of Columbia. 1939 is shown in 

red, 1940 in black. The bottom 

lines show the monthly figures. un- 

corrected for seasonal influences; 

the inclined lines, the cumulative 

totals from the first of the year; 

= | — ae and the top lines, the twelve 
na MONTH MOVING TOTAL months' moving totals; viz., each 
—+—_|_}-_+-+_}__ ff ______1 _| point on the top lines represents 
roe | the totals for the preceding twelve 
months. These top lines show trends 





+200 DWELLING UNITS CONSTRUCTED IN 48 STATES 
(in thousands of units) 


THOUSANDS OF UNITS 


12 Month 
Monthly Cumulative Moving Total 
» 1940 1939 194¢ 1939 1940 
] 25.7 50.1 25.7 345 461 
22 7 59.3 xX 259 465 
42.0 8. 101. vy he 468 
6. 51.1 35.3 152.5 ZRE 480 
9-6 49.1 184.9 201.6 09 482 
Jun 3.8 “ 480 
m I TIt1) July 38. 48.9 63.6 28¢ 27 491 
49.4 9.8 338. 435 4g4 
53.0 435 511 
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HOLESALE building material prices are charted by weeks for 1940 in the 
Chart above. This chart is based on the averages of the building ma- 


terials on which the Bureau of Labor Statistics accumulates prices 











weekly. 


It will be noticed that prices started rising in June and that these ris- 
es have been consistent from then on to this last week. The average of these 
prices is now 99.2% of their 1926 level. 














